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KEY ECONOMIC INDICATORS 


Values in millions of USS unless otherwise stated. 
ol/ 


Current Exchange Rate US$1.00 = approx. Bds.$2.0 


19722 1973-2L2 1974223 % Change 


72-73 


INCOME , PRODUCTION, EMPLOYMENT 


Estimated GDP, Current Prices N/A 19.3% 
Est.Current Price GDP per capita N/A 18.6% 
Est.GDP at constant (1965)prices N/A + 2.1% 
Average weekly industrial wage 25.00 N/A 
Average unemployment rate 10-12%E 

Sugar Crop (000 long tons) 108.6 4.6% 


MONEY AND PRICES £ 


Money Supply 
Demand Deposits 
Public Debt Outstanding 
External Debt 
Internal Debt 
Debt Service Ratio as % of 

total current revenue 
Government Expenditures(Current) 

(Capital) 

Average Commercial Prime Rate % 
Retail Price Index(1965=100) 


BALANCE OF PAYMENTS AND TRADE 


Total Exports (FOB) 

Exports to U.S. ‘ 8.5 

Total Imports (CIF) : 164.3 
Imports from U.S. 34.8 

Net Foreign Exchange Reserves : 18.2 


TOURISM 


Total Arrivals (non-cruise ship)210,349 222,080 
U.S. Arrivals (non-cruise ship) 75,525 73,280 


Principal imports from U.S. in 1973: Manufactured goods, 
Machinery and Transport Equipment, $12.2; Food, $7.3. 


1/ The Bds.$ floats with the Pound Sterling; actual exchange rates 
varied from a high of Bds.$1.94 to a low of Bds.$2.04 in recent 
months. 

All figures for 1973 and 1974 are preliminary and subject to 
revision. 

All figures are for end of December each year except 1974 for 
which they are as of 3/31/74. N/A = Not Available. 

All moretary statistics prior to 1973 are estimates (no operative 
Central Bank.) 

Government Budget and Debt Service figures are based on respective 
fiscal years (April - March). 





SUMMARY 


Basic Data: 


Area: 166 Square Miles Chief Export: Sugar Products 
Population: 241,000 Imports from U.S.:$34.8 million 

Per Capita GDP: USS$884E Principal Industries: Tourism,Sugar 
Unemployment: 10-12% Secondary Industry: Light Mfgr. 


The Barbados economy, sustained by sugar and tourism, turned 
in a mixed performance during 1973 with substantial gains in 
the infant manufacturing sector being largely negated by a 
serious inflation problem (26% in 1973). Estimates put the 
1973 GDP at US$213 million in current prices which represents 
real growth of only 2.4% over the economyts sluggish 1972 
performance. Per Capita GDP stands at $884 with money income 
being relatively well distributed. Prospects for growth in 
1974 are less favorable than in 1973 chiefly because of exter- 
nally-induced accelerating inflation, an uncertain world econo- 
mic outlook and tight money locally. A salient feature of 
1973 was the increased involvement of the Government in the 
economy via the new Central Bank and through a more active 
fiscal policy and stringent employment practices, a tendency 
which is likely to continue and intensify during 1974/75. 


Barbados? pattern of trade will continue to shift from the U.K. 
to the Caribbean and North America, and the U.S. share of the 
market (21.2%) is likely to continue to increase despite higher 
CARICOM tariffs. Barbados! political and social stability and 
the Governmentts commitment to a market economy will continue 
to make the island attractive for foreign investors both those 
who engage in offshore assembly and possibly those producing 
for export to CARICOM. The Government will emphasize local 
participation in such ventures and will tighten up on work per- 
mits for expatriates. The overall investment climate, however, 
will remain favorable, and future problems for investors are 
more likely to be encountered in the areas of worker produc- 
tivity, demands for higher wages and heightened union activity 
than with the Government. 





_ 
CURRENT ECONOMIC SITUATION AND TRENDS 


General 


The Barbados economy, sustained by its two major industries, 
sugar and tourism, turned in a mixed performance in 1973 with 
substantial gains in some sectors being largely negated by 
serious inflation. No reliable national income statistics 

yet exist, but estimates put the 1973 GDP at US$213 million 

in current prices, a rise of 19.3% over the 1972 level. Defla- 
tion of the 1973 GDP by the average annual price increase rate 
(16.9%), however, indicates an improvement of only 2.4% over 
1972. Per capita GDP stands at about $884, relatively high 
considering the country's constraining economic circumstances 
and the low GDP levels of nearby islands similar in size. 

Money income in Barbados is better distributed than in much of 
the Caribbean, although disparities do exist between higher 
level government and industrial workers and agricultural labor. 


Creditable performances by Barbados? infant manufacturing sector 
and tourism almost recovered the ground lost during the economy's 
Sluggish 1972 performance. Exports of manufactured goods 
(principally electronics, sporting goods and garments) increased 
by 43.6% to just over $20 million. Tourist revenues were up 14% 
to $68.5 million, while record sugar prices more than overcame 
the effects of a bad crop. Government capital expenditures of 
over $15 million also contributed to sustained economic activity. 


This encouraging recovery and growth was, however, largely 
negated by a rampant and accelerating inflation which was 
reflected in a rise of the retail price index of 26% during the 
year, most of which occurred during the final quarter. Barbados 
was particularly hard hit by the large price increases in crude 
petroleum resulting in a quadrupling of the country’s annual 
fuel bill, from under USS$8 million to an estimated US$32 million. 
Other negative factors include an exceptionally poor sugar crop 
stemming from drought and decreased available land due to urbani- 
zation (although record sugar prices have increased revenue) and 
a continuing large trade deficit. 


Imported price inflation and a large fuel bill placed a heavy 
strain on the countrys foreign exchange holdings with net 
reserves dropping to US$18.2 million in December and toa low 

of USS$6.5 million (about two weeks* imports) in February, 1974. 
In order to stem this drain and to cover an anticipated budget 
deficit of US$7.9 million, the Government of Barbados introduced 
proposals in April which included moderate restrictions on 
imports, particularly food, to stimulate local production and 
new taxes designed to produce a small budgetary surplus. Early 
in 1974, the Government also introduced exchange controls on all 
foreign currencies other than the newly-issued Barbados dollar. 
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Previously only those foreign transactions defined as "non- 
sterling™ were controlled. 


Despite a serious inflation and sluggish growth, Barbados 
continues to retain the advantages of political and social 
stability, an educated work force, excellent air links with 
the outside world and a well-developed socio/economic infra- 
structure. Some relief from high fuel prices may be afforded 
by Barbados? small crude production, which may supply about 
100,000 barrels annually by spring of 1975 (about one-third of 
annual requirements). Balanced against these advantages are 
its inherent drawbacks of insufficient land space and mineral 
resources, a monoculture system of agriculture, a shortage of 
capital, poor sea transportation services anda small market 
for manufactured goods. Population growth, estimated at only 
0.5% per annum, the lowest in the entire Caribbean, is not a 
significant factor in development. 


Prospects for 1974 are less favorable for growth than in 1973, 
chiefly because of externally induced inflation which has sharply 
accelerated. (The retail price index rose 24.3% during the 

first six months of 1974). The rise in the cost of living is 
making the working population restive, and organized labor is 
certain to push for large wage increases as an offset. Apart 
from the public sector, money is likely to continue to be tight 
during the remainder of 1974, a result partly of Government 
anti-inflationary policies and partly of the high cost of exter- 
nal credit. A salient economic feature of 1973 was the increased 
involvement of the Government of Barbados in the economy via the 
Central Bank and through a more active fiscal policy and strin- 
gent employment practices. This tendency is likely to continue 
and intensify during 1974/75. 


Agriculture 


Sugar remains Barbados* chief export and agriculture employs 
almost 18% of the total work force, although its contribution 
to GDP, estimated at about 12% in 1973, has been steadily 
declining in recent years. Continuing drought conditions in 
the Eastern Caribbean and diminished land availability during 
1972-73 resulted in a meager crop of only 116,000 long tons, 
only slightly above 1972*s poor harvest of 111,000 tons. The 
period of 1973-74, marked by even poorer weather, resulted ina 
dismal 1974 crop of only 108,600 tons; however, this poor per- 
formance was offset by the highest world sugar prices in recent 
history, giving Barbados a record of US$25 million in foreign 
exchange earnings from sugar and its by-products (up 15% over 
1972). 


Barbados has had up to now a guaranteed market in the U.K, for 
its primary agricultural product under the Commonwealth Sugar 
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Agreement (CSA). In early 1974, rising production costs, a 
decline in sterling and a record high world price moved the 
Government to intervene in the sugar marketing process for the 
first time, directing that as much of the 1974 crop as possible 
be sold on the more lucrative U.S. market, partly for increased 
revenue and partly to build up a better quota fulfillment record 
with the U.S. Following negotiation of an increase in the CSA 
price, most of the sugar not bound for the U.S. was directed to 
the U.K. The apparent imminent demise of the U.S. Sugar Act 

and the expiration of the CSA in 1974 deprive Barbados of its 
two guaranteed markets and has given rise to unease within the 
industry. Hopes are now pinned on the ongoing negotiations 
between the less developed Commonwealth countries of Africa, 

the Caribbean and the Pacific (ACP) and the UK/EEC for a contin- 
uation of a quota; however, the outcome is uncertain and talks 
are likely to be prolonged. Current record world prices diminish 
the urgency of this problem for the present, but Barbados, lack- 
ing the resources of larger, more efficient producers, will 
continue to require protected markets for the survival of its 
industry. Experts estimate that it will need to continue to 
sell at least 25% of its crop to the UK/EEC to remain in the 
Sugar business. 


Government efforts to broaden the island*ts agricultural base 
and lessen the dependence on imported food have made progress 


in some areas. Government of Barbados agricultural officials 
claim that about 30% of the food consumed in Barbados is now 
from local sources. Specialized vegetable farms have been put 
into operation and some crops (e.g. onions) are now exported. 
The island has moved,wth help from the Canadian Government, to 
improve and expand production of fresh milk products, in which 
it is virtually self-sufficient. The lack of available new 
land and severe difficulties with price controls, marketing and 
distribution continue to hamper the diversification effort. 


Tourism 


Estimated to contribute more than 50% of GDP (albeit with an 
import component of some 40%), tourism remains Barbados? most 
important single industry. Tourism continued to grow during 
1973 but at an even slower rate (5.6%) than during 1972 (11.3%). 
Tourism receipts, however, were up 14%, to $68.5 million. 
Americans accounted for 33.7% and Canadians for 31% of the 
222,080 visitors, a pattern about the same as in 1972. The 
number of short term visitors increased very slightly (1.5%) 
over 1972, but the overall hotel room occupancy rate improved 
considerably, moving to 58.2% in 1973 vs. 52.2% during 1972. 
Government and industry efforts to attract visitors during the 
off-season (April-November) continue to bear good results - just 
over 60% of the total visitors over the past two years came 
during this period. Many of the off-season visitors are from 
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the Caribbean area, particularly in the summertime. 


Despite occasional and well-publicized incidents, Barbados has 
not experienced violent crime to the same extent as other 
countries in the Commonwealth Caribbean. Its climate, sand, 
sea, accessibility and the general receptivity of its people 

to foreign tourists will continue to draw visitors from abroad, 
but probably not in significantly increasing numbers. Apart 
from the possibility of incidents, the chief problems of the 
tourist industry are rapidly rising wages and operational costs 
(food, drink, electricity). Workers in the luxury hotels, for 
instance, received wage hikes of from 40-50% following a brief 
3-day strike in January of 1974. 


Trade 


Barbados! limited land area and resources have required it to 

run a large trade deficit consistently to import capital goods, 
food, building materials, and a wide range of consumer items. 
This situation continued to obtain during 1973, although imports 
grew at a slower rate than exports to reach a total of $164.3 
million. Export performance, up 43.6% to $51.7 million (elec- 
tronics, garments, food) made the increase in the deficit in 
visible trade of $19.9 million the lowest since 1963. The 
overall 1973 deficit in the balance of payments (current and 
capital accounts) is estimated at $15.2 million and was financed 
in the main by commercial banks borrowing overseas. Barbados* 
pattern of trade in 1973 differed little from previous years, 
_marked by a continuing tendency to move slowly away from its 
traditional partner, the U.K., toward North America and the rest 
of the hemisphere. Canada and the U.S. accounted for 54.5% of 
Barbados! total trade in 1973 vs. 50.8% in 1972. The U.K., how- 
ever, remained the principal trading partner, holding 24.8% of 
the Barbados market and taking 33.3% of Barbadian exports. Im- 
ports from the U.S. were up 33.9% in 1973, while exports to the 
U.S. rose 60.3% over 1972. The U.S. market share rose slightly 
in 1973 to 21.2% from 19.2%. Trade with CARICOM did not rise 

as much as anticipated despite the implementation of the CARICOM 
Common External Tariff in July, 1973. Imports from the region 
declined slightly (CARICOM provided 13% of Barbados imports and 
took 27.1% of its exports in 1973 vs. 13.5% and 32.2% respectively, 
in 1972). This probably resulted from continued slow construction 
activity in the region and the failure of Guyana and Trinidad and 
Tobago to meet export commitments in rice and cement. 


In an effort to move diverse territories into a more rational 
economic existence, Barbados, Guyana, Jamaica, Trinidad/Tobago 
and most of the less developed Caribbean Commonwealth areas 
have formed the Caribbean Community (CARICOM), having as its 
eventual goal economic integration of the region. The principal 
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features of CARICOM (which replaces the earlier Caribbean Free 
Trade Association (CARIFTA) thus far are a Common External Tariff, 
joint fiscal and other incentives to attract investment, and 
joint efforts to foster development of the Community's LDC'*ts, 
The Caribbean Development Bank, located in Barbados, is looked 
upon by CARICOM members as the regional development vehicle. 

The Common External Tariff in Barbados has raised both general 
and preferential tariffs on a wide range of goods to the dis- 
advantage of U.S. products. Since the new Community's policies 
and relationships with major countries and other trading blocs 
are still evolving, it is premature to assess its impact on 
trade, other than to note its strong commitment to promote trade 
and closer economic cooperation among member territories. 


Prospects are that Barbados! trade with the U.K. will continue 

to diminish as Britain moves towards Europe and the Caribbean 
Commonwealth looks for hemispheric trading partners nearer at 
hand. Barbados! trade with North America and CARICOM will likely 
increase slightly in the 1974-75 period, but continued slow 
growth in Barbados makes any drastic changes unlikely. 


Indus try/Development 


The GDP contribution of the manufacturing sector, which employs 
about 14,000 persons, has grown from about 12.2% in 1972 to an 
estimated 14% in 1973. The greater portion of the output remains 
directed to the domestic market, as is to be expected in a develop- 
ing economy, mainly in the form of processed food, drink and 
garments. The principal export industries are American and 
Canadian owned factories assembling electronic items, garments, 
optical items and sporting goods. These foreign-owned export 
industries are largely responsible for Barbados? improved export 
picture. 


The Government continues to encourage foreign investment, espe- 
cially in labor intensive industries, through its well-staffed 
and capable Barbados Industrial Development Corporation (BIDC). 
The BIDC, with eight industrial parks and overseas offices in 
Canada and the U.S., uses a variety of programs (various tax 
holidays, duty-free privileges, low-cost physical plant) to 
entice investors. It is in large measure responsible for the 
existence of some $50 million in U.S. industrial investments on 
the island. 


The Government introduced a Barbados Development Plan 1973-77 

in March with the objectives of diversifying production, achiev- 
ing maximum employment and greater self-sufficiency. The Plan 
envisages expenditures of $87.8 million during its lifetime to 
modernize airports, harbors, roads, and to provide plants for 
cement, fish and pork processing and synthetic textiles. The 
preponderance of expenditure is in the public sector in line 
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with Government policy of giving priority to the development of 
the social and economic infrastructure, leaving production 
largely to the private enterprise sector. The major criticism 
of the Plan is its over emphasis on import-substitution rather 
than export promotion. 


The 10,000 member Barbados Workers't Union, the major trade union 
organization for both agricultural and industrial workers, has 
been increasingly active. Wage rates have risen rapidly, 
reflecting chiefly increased Union strength and severe infla- 
tionary pressures. No national minimum wage law exists, and 
wages are determined by the collective bargaining process in 
unionized firms. Recently wage hikes have been in the 30-50% 
range with settlements on the high side. The average weekly 
wage in the manufacturing sector for a semi-skilled worker is 
about $12-20 per week. Wage rates in U.S. export plants (elec- 
tronics, garments) average $15-25 per week for a largely female 
work force. Foreign firms are expected to employ Barbadians to 
the fullest extent possible and to train local talent in cases 
where no qualified Barbadian is available. There are signs 

that the Government may tighten this policy even further. Worker 
productivity has become a problem in some export industries. 


Prospects are that Barbadost small industrial sector will continue 
to grow; however, inflation and tight money conditions make rapid 
growth unlikely during 1974 and early 1975. The Government will 
continue its efforts to attract foreign investors, but uncertain 
world economic conditions and rapidly rising costs in Barbados 

are likely to inhibit such efforts for the time being. [In fact, 
this situation may lead some firms here to retrenchment until 

the outlook becomes clearer. 


Banking and Credit 


The Barbados Central Bank became a prime instrument of the 
Governmentts monetary and fiscal policies with the issuance of 
Barbadian currency in December, 1973. (Bds. dollar is tied to 
sterling under the continued maintenance of value agreement 
which expires in December, 1974). Reserve requirements were set 
(currently 4% of total local deposits), and a system of manda- 
tory holding of Government Treasury Bills was established. Ex- 
change regulations established firm Central Bank control over 
significant foreign currency transactions in February, 1974. 

The Central Bank has also been effective in discouraging certain 
consumer lending in favor of loans to industrial and agricultural 
projects. 


The commercial banking system consists of eight foreign commercial 
banks, one British, three Canadian and four American (one opened 
as recently as early 1974). Interest on deposits is regulated, 
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but there are no ceilings on loan rates. The total money supply 
fell 3.5% during 1973, a result of balance of payments diffi- 
culties, tight money and a possible flight due to higher interest 
rates abroad. Loan distribution continued to be heavy in the 
consumption and distribution sectors with significant increases 
during 1973 in manufacturing and fishing. Despite closer Govern- 
ment control, the interest rate differential between the Carib- 
bean and the world money markets and consumer lending will proba- 
bly continue to make operations in Barbados profitable for most 
of the foreign banks. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


Despite competitive disadvantages stemming from CARICOM and 
Commonwealth preferences, the Barbadian market will remain more 
attractive for U.S. exports than mere census and per capita 
income figures might suggest. The presence of affluent tourists, 
a high propensity to spend among the local population and cul- 
tural affinities create opportunities for food and consumer goods 
from North America. A well developed commercial system provides 
a relatively easy means of entry into a familiar market with no 
language or cultural complications. Development plans and possi- 
ble private investment could create even more favorable opportu- 


nities for U.S. capital goods in the coming years, although 

growth on a large scale is unlikely in the 1974-75 period. Never- 
theless, American suppliers would do well to stay abreast of 
developments here through the Department of Commerce, the Carib- 
bean Development Bank and the U.S. offices of local American 

banks (Bank of America, Chase Manhattan, National City and First 
National of Chicago). 


Investment 


Barbados* political and social stability and the Government'?*s 
commitment to a market economy will continue to make the island 
attractive to foreign investors both for offshore assembly opera- 
tions and possibly for plants exporting to CARICOM countries. 
Government involvement in business, however, will increase and 

the familiar policy of “meaningful local participation" is likely 
to receive increased emphasis. Potential investors should be 
aware of this policy and configure their operations accordingly, 
with Barbadians in their upper management positions. Work permits 
for expatriates will become harder to acquire. Nevertheless, 
foreign firms operating here continue to be well satisfied with 
the treatment they receive at the hands of the Government and they 
continue to regard the overall investment climate as favorable. 
Future problems will more likely be encountered in the areas of 
worker productivity, wages and management control than with Govern- 
ment. Pressures to unionize will grow among the largely non-union 
foreign export industries. The larger foreign firms anticipate 
wages rising to $0.75 per hour within the next one or two years. 





*¥ 


a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [] Data on 521 franchise operations 
Volume of sales Description of operations 
Employment in franchising Equity capital needed 
International operations Training provided 

Changes in ownership [] Sources of franchising information 
Data by key business sectors [-] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
O Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 

(Catalog No. C57.502:F84/972-74), at $1.25 each. | "*?! Amount $——____—_ 
[_] Franchise Opportunities Handbook MAIL ORDER FORM 

(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO FOR USE OF SUPT. OCS. 


‘ Enclosed 
Name Superintendent of Documents To be 


U.S. Government Printing Office tates 
Zadtens Washington, D.C. 20402 Rahul 


or any U.S. Department of Coupon refund 
City State Zip code Commerce District Office Postage 


mailed 





(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
Name 9 US.) GOVERNMENT —- 
OFFICIAL BUSINESS PRINTING OFFICE ecient 
oe, ee 375 


Return after 5 days Special Fourth Class Rate 


City, State, and ZIP Code 9c einen Book 








